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Securities and Exchange Commission § 250.28 

(c) Every registered holding company 
and every subsidiary company thereof 
shall hereafter follow the equity meth-
od of accounting for investments in 
any subsidiary company. 

(1) Each investment shall be recorded 
at its carrying value heretofore estab-
lished and the actual cost of invest-
ments hereafter made. Each invest-
ment shall be periodically adjusted for 
the proportionate share of earnings or 
losses or capital changes of the sub-
sidiary company since its acquisition, 
crediting any dividends received from 
such subsidiary company. 

(2) Every company subject to this 
rule shall maintain a subaccount to its 
retained earnings account which shall 
be periodically debited or credited with 
its proportionate share of undistrib-
uted retained earnings of subsidiary 
companies. 

(3) No company subject to this rule 
shall declare or pay any dividends or 
reacquire any of its own securities 
from or on the basis of any balances re-
corded in the subaccount referred to in 
paragraph (c)(2) of this section, except 
pursuant to a declaration under section 
12(c) of the Act. 

(d) No registered holding company 
which is not a public utility company 
shall dispose, without authorization 
from the Commission, of any accounts, 
books, or other records, except pursu-
ant to 17 CFR part 257. 

(e) This rule shall not modify or re-
voke any order of the Commission 
heretofore entered as to the accounting 
by any company subject to this rule in-
cluding any continuing provision as to 
amortization or other disposition of 
any item governed thereby. 

(f) Nothing in this rule shall relieve 
any company subject thereto from 
compliance with the requirements as 
to recordkeeping and retention that 
may be prescribed by any other regu-
latory agency. 

(g) Any references in other rules, 
forms or releases under the Act to the 
uniform system of accounts shall be 
hereafter deemed to refer to this rule. 
[40 FR 22129, May 21, 1975, as amended at 49 
FR 27309, July 3, 1984; 59 FR 21927, Apr. 28, 
1994] 

§ 250.27 Classification of accounts pre-
scribed for utility companies not al-
ready subject thereto. 

(a) Every registered holding company 
and subsidiary thereof, which is a pub-
lic utility company and which is not 
required by either the Federal Energy 
Regulatory Commission or a State 
commission to conform to a classifica-
tion of accounts, shall keep its ac-
counts, insofar as it is an electric util-
ity company, in the manner currently 
prescribed for similar companies by the 
Federal Energy Regulatory Commis-
sion or, and insofar as it is a gas utility 
company, in the manner currently rec-
ommended by the National Association 
of Railroad and Utilities Commis-
sioners, except any company whose 
public utility activities are so limited 
that the application to it of such sys-
tem of accounts is clearly inappro-
priate. A company claiming that its ac-
tivities are thus limited, shall apply to 
the Commission for written instruc-
tions to that effect. 

(b) All references, in the systems of 
accounts made applicable by paragraph 
(a) of this section, to the authority pre-
scribing the same and to orders and in-
structions by, and reports to, said au-
thority, shall be deemed to refer to the 
Securities and Exchange Commission 
as the ‘‘Commission’’ thereby des-
ignated. 
[Rule U, 6 FR 2015, Apr. 19, 1941, as amended 
at 8 FR 15814, Nov. 23, 1943; 59 FR 21927, Apr. 
28, 1994] 

§ 250.28 Inconsistent financial state-
ments. 

Except as otherwise authorized or re-
quired by the Commission by rule, reg-
ulation, order, statement of adminis-
trative policy, or otherwise, no reg-
istered holding company or subsidiary 
company thereof shall distribute to its 
security holders, or publish, financial 
statements which are inconsistent with 
the book accounts of such company or 
financial statements filed with this 
Commission by, or on behalf of, such 
company. This section shall not be 
deemed to prevent the distribution or 
publication of reasonable condensa-
tions or of unaudited financial state-
ments or of financial statements (on a 
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17 CFR Ch. II (4–1–98 Edition) § 250.29 

2 See, also, § 250.70(b)(2) as to dealings with 
financial institutions where there are or 
have been, certain interlocking relation-
ships. 

3 See, also, § 250.48 for exemption con-
cerning the acquisition of appliance paper in 
connection with the sale of electric or gas 
appliances. 

cash or other basis) pursuant to the re-
quirements of an indenture or mort-
gage given to secure bonds or similar 
instruments, or of appropriate finan-
cial statements of a receiver or trustee 
appointed by a court of the United 
States. 
[25 FR 1942, Mar. 5, 1960] 

§ 250.29 Filing of reports to State Com-
missions. 

PRELIMINARY NOTE: Reports to State Com-
missions shall be submitted to the Commis-
sion in paper only, whether or not the filer is 
otherwise required to file in electronic for-
mat. 

A copy of each annual report sub-
mitted by any registered holding com-
pany or any subsidiary thereof to a 
State Commission covering operations 
not reported to the Federal Energy 
Regulatory Commission shall be filed 
with the Securities and Exchange Com-
mission no later than ten days after 
such submission. 
[59 FR 21927, Apr. 28, 1994] 

REGULATION AND EXEMPTION OF 
VARIOUS FINANCIAL TRANSACTIONS 2 

§ 250.40 Exemption of certain acquisi-
tions from nonaffiliates. 

(a) Section 9(a) (49 Stat. 817; 15 U.S.C. 
79i), shall not apply to the acquisition, 
from a person other than an associate 
or affiliate of the acquiring company 
or an affiliate of an associate company, 
of any of the securities (excluding se-
curities issued by the acquiring com-
pany) as specified below: 

(1) Readily marketable securities. Any 
bond or other evidence of indebtedness 
issued by any nonassociate company 
which qualifies as a legal investment 
for trust funds or for saving banks 
under the laws of New York, Pennsyl-
vania or Massachusetts, if after giving 
effect to such acquisition the acquiring 
company, together with its associate 
companies, will not own more than 5 
percent of the particular class of such 
securities. 

(2) Commercial paper and similar securi-
ties. Any prime commercial paper, 
trade acceptance or bank certificate of 

deposit maturing within 12 months 
from the date of issuance or payable in 
not more than 60 days after demand. 

(3) Acquisitions resulting from previous 
ownership of securities. Securities re-
ceived as a dividend, or in renewal of 
an evidence of indebtedness, or pursu-
ant to the exercise of preemptive right 
or conversion privilege, or as a result 
of any reclassification, general ex-
change offer or reorganization: Pro-
vided, That no exemption shall be 
available under this paragraph as to 
the acquisition of any voting securities 
or securities convertible into voting se-
curities if after giving effect to such 
acquisition the acquiring company 
will, directly or indirectly, own, con-
trol, or hold 5 percent or more of the 
particular class of such securities. 

(4) Securities acquired in connection 
with routine business transactions. In the 
ordinary course of the acquiring com-
pany’s business (other than the busi-
ness of a holding company or invest-
ment company as such), any evidence 
of indebtedness executed by its cus-
tomers in consideration of utility or 
other services by such company or exe-
cuted in connection with the sale of 
goods or of real property other than 
utility assets.3 

(5) Securities of local enterprises. Any 
security issued by an industrial or 
other nonutility enterprise located in 
the service territory of the acquiring 
public-utility company or, if the ac-
quiring company is not a public-utility 
company, in the service territory of 
the registered holding-company sys-
tem: Provided, 

(i) The total cost of acquisitions by 
the acquiring company of securities of 
industrial development companies or-
ganized for the purpose of, and in ac-
cordance with a State law that specifi-
cally relates to, promoting the devel-
opment of business and industry in 
such state does not exceed an annual 
aggregate amount of $5 million, and 

(ii) The total cost of acquisitions of 
securities of other local industrial or 
nonutility enterprises does not exceed 
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